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SUBJECT: BILATERAL AID TO INDIA 

REF: (A) STATE 1 18533 (B) NEW DELHI 8266 

SUMMARY: YOUR INSTRUCTIONS ON RELATIONS WITH INDIA (REFTEL) 
AUTHORIZE YOU TO INFORM THE INDIANS THAT WE ARE PREPARED TO 
DISCUSS RESUMPTION OF DEVELOPMENT ASSISTANCE FROM A.I.D. 
CONFIDENTIAL 

CONFIDENTIAL 

PAGE 02 STATE 135360 

AND COMMENCE TECHNICAL DISCUSSIONS ON THIS IF THE INDIANS 
DESIRE. IF THE GOI WISHES TO PURSUE SUCH TALKS, THERE ARE 
A NUMBER OF ISSUES TO BE AIRED. THESE CONCERN THE PROGRAM 
LEVELS IN FY 78 AND BEYOND, TIMING OF THE DISCUSSIONS, 

FOCUS, SHAPE AND CHARACTER OF PROGRAM, AND LEGISLATIVE PRO- 
VISIONS ON NUCLEAR TRANSFERS. THE PURPOSE OF THIS MESSAGE 
IS TO PROVIDE GUIDANCE WHICH YOU MAY DRAW ON WHEN YOU 
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CONSIDER IT TIMELY AND APPROPRIATE. 

1 . AID LEVELS. YOU CAN INFORM THE GOI THAT WE ARE WIT I .TNG 

IN PRINCIPLE TO RESUME A BILATERAL DEVELOPMENT AID PROGRAM 
AT ABOUT 60 MILLION DOLS IN FY 1978, SUBJECT TO ADJUSTMENT 
BASED ON ACTUAL APPROPRIATION LEVELS. YOU SHOULD NOTE THAT 
BOTH THE HOUSE AND SENATE ARE CONSIDERING AMENDMENTS TO THE 
FY 78 DEVELOPMENT ASSISTANCE AUTHORIZATION BILL CONCERNING 

AN INDIA PROGRAM. THE HOUSE AMENDMENT WOULD ADD 61.7 
MILLION DOLS FOR AN INDIA PROGRAM. THE HOUSE COMMITTEE 
REPORT SUGGESTS THAT A NEW PROGRAM COULD CONCENTRATE ON 
INCREASING SMALL-FARMER PRODUCTION AND INCOME AND CREATING 
JOBS FOR THE RURAL POOR. THE SENATE AMENDMENT REQUESTS 
THE PRESIDENT TO COMMIT UP TO 60 MILLION DOLS OUT OF FUNDS 
AUTHORIZED TO BE APPROPRIATED UNDER SECTION 103 (FOOD AND 
NUTRITION) FOR THE PURPOSE OF ASSISTING INDIA WITH 
FOREIGN EXCHANGE COSTS INCURRED IN CONNECTION WITH THE 
CONSTRUCTION OF GRAIN STORAGE FACILITIES OR OTHER PURPOSES 
JUSTIFIED UNDER THIS SECTION. THE QUESTION OF THE FY 79 
LEVEL IS SOMETHING TO BE DISCUSSED WITH THE INDIANS, AND 
YOU SHOULD NOTE THAT AN EARLY PLANNING FIGURE IS NEEDED TO 
GET INDIA INTO OUR REGULAR BUDGETING PROCESS, HOPEFULLY 
BEFORE AUGUST 1. (SEE PARA 2C BELOW) 

2. TIMING: YOU SHOULD LET THE INDIANS SET THE PACE OF 
THE DISCUSSIONS KEEPING IN MIND THE FOLLOWING FACTORS: 

A) WE WANT TO PACE BUDGET DECISIONS ON FUNDING AN FY 78 
BILATERAL PROGRAM TO AVOID CREATING PROBLEMS FOR THE IDA V 
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REPLENISHMENT (CONGRESSIONAL ACTION ON THE IFI APPROPRIA- 
TIONS IS LIKELY TO BE COMPLETED BEFORE AUGUST BUT THE 
PROCESS COULD BE DELAYED UNTIL SEPTEMBER). 

B ) HOWEVER, SINCE AGREEMENT ON THE TYPE OF PROGRAM AND 
AID RELATIONSHIP BETWEEN GOI AND U.S. WILL BE NECESSARY 
BEFORE THE EXECUTIVE BRANCH REACHES SUCH BUDGET DECISIONS, 
AND THE DISCUSSIONS WITH THE GOI MAY TAKE SOME TIME TO COM 
PLETE, WE SHOULD NOT TRY TO DELAY THESE TALKS. 

C) IT WOULD BE DESIRABLE TO FIT CONSIDERATION OF AN FY 79 
PROGRAM INTO OUR NORMAL BUDGET CYCLE AS SOON AS IS FEASIBLE 
WE RECOGNIZE A NEED FOR FLEXIBILITY ON THIS SCORE. HOWEVER 
YOU SHOULD BE AWARE OF THE FOLLOWING KEY TARGET DATES: 

1) AUGUST 1. 1977: REGIONAL BUREAUS SUBMIT PROPOSALS TO 
A.I.D. CENTRAL POLICY PLANNING AND COORDINATION BUREAU FOR 
REVIEW. 
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2) SEPTEMBER 15, 1977: AID'S SUBMISSION TO OMB. 

3) NOVEMBER, 1977: PRESIDENTIAL DECISIONS ON LEVEL FOR 
FOREIGN ASSISTANCE. 

3. PROGRAM FOCUS AND SHAPE. WHILE ANY NEW PROGRAM SHOULD 
EMERGE FROM A REVIEW OF THE NEEDS AND PRIORITIES ESTAB- 
LISHED BY THE NEW INDIAN GOVERNMENT, WE BELIEVE THE PRIOR 
ITY AREA SHOULD BE AGRICULTURAL AND RELATED DEVELOPMENT 

ACTIVITIES. RECENT LANGUAGE BY THE HOUSE INTERNATIONAL 
RELATIONS COMMITTEE IN REPORTING THE AID AUTHORIZATION 
ACT THIS YEAR AS WELL AS SENATE AND HOUSE AMENDMENTS ON 
INDIA SUPPORT THIS POINT. A RESUMED AID PROGRAM SHOULD 
BE SHARPLY FOCUSED ON A LIMITED NUMBER OF ACTIVITIES. 

WOULD RELY HEAVILY ON AVAILABLE INDIAN EXPERTISE, AND 
MIGHT BE UNDERTAKEN IN COLLABORATION WITH WORLD BANK PRO- 
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GRAMS. WE WANT TO KEEP AID STAFF AT A LOW PROFILE, WHITE 
MAINTAINING THE MINIMUM STAFF NECESSARY FOR PRUDENT AND 
EFFECTIVE PROGRAM MANAGEMENT AND DEVELOPMENT. 

4. NUCLEAR TRANSFERS. INDIA IS NOT PRESENTLY IN VIOLATION 
OF SECTION 669 OF THE FOREIGN ASSISTANCE ACT SINCE, TO OUR 
KNOWLEDGE, IT HAS NOT DELIVERED OR RECEIVED ANY NUCLEAR 
REPROCESSING OR ENRICHMENT EQUIPMENT, MATERIALS OR TECH- 
NOLOGY SINCE SECTION 669 WAS PASSED IN JUNE 1976. HOW- 
EVER. YOU SHOULD ENSURE THAT THE GOI IS FULLY ACQUAINTED 
WITH THIS PROVISION IN OUR LAW WITHIN THE CONTEXT OF AID 
DISCUSSIONS. ALSO YOU MAY WISH TO ENSURE GOI IS AWARE PRO- 
VISION MAY BE ADDED TO FAA DEALING WITH NUCLEAR DETONATIONS. 
UNDER AMENDMENT REPORTED OUT BY THE SENATE FOREIGN RELA- 
TIONS COMMITTEE, SEC. 669 WOULD BE CONFINED TO ENRICHMENT 
TRANSFERS. NEW SEC. 670 WOULD COVER REPROCESSING TRANSFER 
AND NUCLEAR DETONATIONS WITH WAIVER STANDARD OF WHETHER 
CESSATION OF ASSISTANCE WOULD BE "SERIOUSLY PREJUDICIAL TO 
THE ACHIEVEMENT OF U.S. NON PROLIFERATION OBJECTIVES OR 
OTHERWISE JEOPARDIZE THE COMMON DEFENSE AND SECURITY. " AL- 
THOUGH THIS AMENDMENT IS CONTAINED IN THE SECURITY SUPPORT- 
ING ASSISTANCE AUTHORIZATION BILL, IT WOULD APPLY TO ALL 
FUNDS UNDER THE FAA INCLUDING DEVELOPMENT ASSISTANCE. 
EFFECTIVE DATE WOULD BE DATE OF ENACTMENT INTO LAW; THERE 

IS JUDGED TO BE GOOD CHANCE OF THIS BEING ENACTED. VANCE 
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